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SUMMARY

Definitions Lssues

The record in this proce: ding establishes that the current rates for the services that would
be deemed within the definition »f core universal services should be considered affordable. In
establishing a universal service - lan. the Commission could establish affordability benchmarks and
provide universal service suppo ! to eligible carriers whose costs of providing universal service
exceed the atfordability benchm ok In setting an atfordability benchmark. BellSouth believes that
the (Commussion should take int - account average mcome tevel within an state  The income factor
used in setting the affordability enchmark must be disaggregated below a national average.
otherwise states with income le- els below the national average would become responsible for
funding a proportionately large: amount tor universal ~ervice making 1t potentially more difficult
to ensure affordable service in t :ese states  In its Comments. BellSouth describes a proxy cost
model As BellSouth explains. 15 ¢ritical that, if the Commission proceeds to establish a
universal service plan based on uch a model. implementation of that plan be accomplished in a
revenue neutral manner. A uni ersal service approach that < not grounded in revenue neutrality
at the start will arbitrarily harm .ome companies

-

wn

s, Libraries, and Health C'are Providers

Cch(

“

The Commussion shoulc adopt a Funds to Schools (*FTS™) approach for implementing the
universal service discount prog am tor schools and hibraries  Under FTS, the support fund size
would be based upon the McK: isey Partial Classroon: model. the amount of the fund would be
known from the outset. and eai 1 school or library would have the flexibility to utilize its allotted
support for telecommunication  services as needed

The FTS approach wou d promote competition by incenting telecommunications service
providers to offer creative solu ons to schools and libraries which can enable schools and libraries
to make the best use of thenr r¢ al universal service support allotment, either on an individual basis
or mn sharing arrangements ame 1g multiple eligible enuties  The competitive process could be
utilized to drive prices to mark t levels. with universal service support applied to the resulting
rates. The FTS approach couls also easilv accommodate ¢ determination by the Commission to
adjust base amounts ot suppor apward tor individuai schoaols and libraries deemed to be in need
of above-average support

In implementing the F1 5 approach and establishing means to determine bona fide
requests. the Commission shou d find ways to assure that recipients have plans to utilize such
support consistent with an edu ational technology plan  The Commission should not impose
additional. burdensome mecha: 1sms upon recipients. but rather should find ways to utilize existing
channels at the state, school di rrict. or local level as mav be appropriate.
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The existing high cost ft
required by the Telecommunica
new comprehensive federal uni
BellSouth has advocated that st
costs  The advantages of such .
cost of providing service in an ¢
grounded on the actual cost v
heiny served

Moreover, basing paym:
with mcremental costs lower th.
incumbent s customers By rec
the more efficient competitor ¢
Portable pavments mean that th
the same time provides a strong

Regardless of the appro
designated as an eligible carrier
the plan  The Commission can
carrier. such as a price-cap of v

A proxy model must be
should produce costs that will «
telecommunications service pre
looking cost of providing only
include a reasonable share of |«

Because a proxy model
necessarily representative of, a
costs to exceed substantially th
to recover their actual-not hyp
recourse be available to those |
their costs  Thus. if a proxy m
in a revenue neutral manner |
1o the umversal service fund._ ti
place. and 1t could well result

So long as the new um
incumbent LECs will continue
support 1s set at a sufficient le
universal service in a given arc

General Questions

1d 1s not sufficient to address funding of universal service as

ons Act of 1996 The high cost fund should be replaced by a
ersal service fund In establishing this new funding mechanism.
port for eligible carriers be based on the incumbent LEC’s book
n approach are thar book costs provide a reliable estimate of the
ea  Further, book costs are not theoretical costs but. instead. are
tved i building and perating a network throughout the area

nts initially on an incumbent’s book costs encourages competitors
n the incumbent’s incremental costs to eventually win over the
iving the full amount of the support received by the incumbent,
uld offer the same service at a price below that set by policy
-most efficient competitor eventuallv serves the customer and at
mcentive tor the ncumbent to become more etficient

ch used to establish 4 fund. once established. any carrier

s entitled to recerve umversal service support in accordance with
ot limur support on the basis Hf how the Commussion classifies a
mn-price cap LEC

Proxy Models

sroperly specified in order to produce a reasonable result: Le.. it
nsure that the universal service support 1s sufficient to attract
viders. A properly specified model will estimate the forward

ne defined universal service core services. although it should

nt and common costs

produces hypothetical costs that are not specific to, or even
service provider’s actual book costs, the possibility exists for book
- costs produced by a proxv model Since service providers have
thetical- costs to remain viable, it 1s critical that alternative
roviders for whom support payments are insufficient to recover
«del 1s adopted. it is imperative that the approach be implemented
a company 1s torced 1o reduce rates by more than it receives out
en that would abrogate the federal price regulation plan that is in
confiscation

ersal service fund is implemented in a revenue neutral manner.

o have an incentive to invest in their infrastructure. Further. if
|, then multiple compamies will have the incentive to provide
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The outcome of a proxy nodel should be technologically neutral  Any carrier that is an
eligible carrier would be able 10 -ollect universal service support regardless of the technology it
uses ta provide service

Competitive Bidding

Any bidding process wo ild be subject to considerable opportunities for gaming that
effectivelv preclude competitive bidding from being considered as a means for funding universal
service

Benchmark Cost Madel

BellSouth will provide 1 Benchmark cost model anaivsis in comments August Y
SLC/CCL

If the Commission adop « a methodology that results in universal service support that is
inadequate to eliminate the inte state CCL charge. then local exchange carriers must be afforded
the flexibility to recover what € 'L amounts remain 1 a way other than through a per minute of
use charge Alternative recove v approaches would mclude hulk billing and/or flat rate per line
charges

ow-Income Consumers

BellSouth supports incl .ding a low income element as part of the new universal service
fund  In order to implement th- new program as simply s possible. the Lifeline subsidy should
continue 1o be linked to the am »unt of the subscriber line charge

Adn mistration of Universal Service Support

At this time there 1s no {ata available to estimate the administrative costs associated with
the various methods that could be used to calculate a carrier's funding obligation. Nevertheless, a
retail revenue approach. as sug sested by BellSouth. is a straightforward means of determining a
carrier's funding obligation A cordingly. a priori, it would appear that such an approach would

be simple and not particularlv « ifficult or costlv to implement

i BellSouth Comments



Before the
FEDER. L COMMUNICATIONS COMMISSION
Washington. D ¢ 20554
In the Matter of
Federal-State Joint Board i ('C Docket No 96-45
on U niversal Service "
COMMENTS
BellSouth Corporation . nd BellSouth Telecommumnications. Inc (BellSouth) hereby

submit their comments on the s ecific questions set forth in the Public Notice (DA 96-1078)

released July 3. 1996

Definitions Issues

I Is 1t appropriate to assu ne that current rates for services included within the definition of
universal service are aft rdable. despite variations among companies and service areas’

The record in this proce »ding establishes that the current rates for services included within
the definition of universal servi e (1 e - voice grade residential local exchange service and
touchtone) are affordable Wh e there are variations in rates among companies and service areas,
subscription rates are generalh nigh in all states Moreover local exchange service rates, in
general, have declined in real t« ‘ms over the last decade. and this is especially true in BellSouth’s
states. Dr Gordon and Dr Ta lor. of National Economic Research Associates Inc . showed in
their analysis (submitted with I ellSouth’s Comments and hereinafter Gordon and Taylor) that, if
anything, local rates could acti \lly be higher in manv cases without any significant impact on
affordability  The essential tac ' however. is that state commissions are responsible for ensuring

that basic local exchange servi ¢ is affordable. and they tuke a wide variety ot factors into



consideration in setting rates 1 1ey give weight to factors such as size of calling area, income

level etc
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2 To what extent should r yn-rate factors, such as subscribership level, telephone

expenditures as a perceriage of income, cost of living. or local calling area size be
considered in determinir ¢ the affordability and reasonable comparability of rates?

The state commuissions © readv consider numerous factors in determining local service
rates. Most. if not all. of the ta tors enumerated in the question are relevant for determining
affordabilitv For example. the nethodology suggested 1m Gordon and Taylor (pp. 30-35) uses
information on subscribership I vel. telephone expenditures as a percentage of income. cost of
hving (through CPY or CPI-like values over time and possibly by state). household income level
(especially the povertv thresho! ! level). etc

In developing a univers | service plan. the Commission could establish affordability
benchmarks and provide unive: .al service support for anv costs which exceed the benchmarks
The benchmarks will also ensu - that rates are “reasonablv comparable™ in all areas

The main non-rate factc « which should be considered in setting affordability benchmarks is
average income level within an irea  Affordability benchmarks could be set at the state level
based on a percentage of avera se household income  Given that overall telecommunications
expenditures (including long d' tance and vertical services) generallv average around two percent
of the average household incor e a benchmark for universal service based on one percent of the
average household income wo  Id appear reasonable This benchmark rate would apply to basic
residential local service and to: chtone. Under a proxy model system for calculating support. the

affordability benchmark rate si nply provides that level at which funding from the federal universal

to
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service support mechanism wou d commence It would not mean that local service rates need to
be raised to the affordabilitv ber “hmark Individual states would be responsible for funding any
difference that may exist betwer 1 actual service rates and the affordability benchmark rates. (See
the response to question numbe 3 for a description of how a proxy model system with
atfordability benchmarks would Hperate)
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,,,,, {ability” determination required by Section 254(1) ot the Act, what
are the advantages and fisadvantages of using a specific national benchmark rate for core
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The most significant ad' antage of a national atfordability benchmark rate for core services
(s 1ts simplicity. A benchmark. wwever. should reflect average state income. If average mcome
level by state 15 not considered  states with income levels hefow the national average would
become responsible for a prope tionately larger part of the problem of funding universal service.
A simple example illustrates wi v this 1s S0 Assume there are two states; state A has an average
income level of $20.000 and st te B has an average income level of $40.000 The average income
level of the two states is $30.01 ) and a benchmark rate based on 1% of the average income level
tor all states would be $25 00 er month. Under a proxy model system. the federal fund would
handle any costs above $25 00 The states would be responsible for funding universal service up
to the benchmark level Thus. tate A would have to find ways to fund the same amount as state
B even though it has a lower p r capita income level Exen an intrastate universal service fund
would be dependent on raising tunds from services provided within the state  Thus, a national
benchmark could make 1t mor¢ difficult to ensure affordable service in states with income levels

below the national average
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The essential predicate «
model would work  The follow

benchmark affordability rates ar

“this question is an understanding of the way in which a proxy
1g llustrates a universal service approach that incorporates

fa proxy cost model

Description of The Pre .y Cost Approach

If an approach based on
operate as follows

Step 1: Determine atfo
state level based on a percenta;
fevel at which federal universal

Step 2: Calculate prox
arid cells A cost proxy model
could be used.

Step 3: For each small
benchmark rate. In general the
funded out of the federal fund
would be responsible for fundir
calculate federal fund support :
support amount would be mad

Step 4: Determine the
exchange company by state

Step 5: Require local -

services by the net amount of’s

roxy costs and affordability benchmarks is adopted, 1t should

Jability benchmark rate(s) (ABR) This should be done at the

¢ of average income  The ABR would be used to determine the
ervice funding would commence

costs for small geographic areas such as census block groups or

uch as the Benchmark Cost Model 2 or the Cost Proxy Model

seographic area. compare the proxy cost to the affordability
amount by which the proxy cost exceeds the ABR would be
lhen, to the extent that actual rates are below the ABR, the state
s the difference Examples A-E (which follow) discuss how to
1d state fund support tor every possible scenario  The per line
available to any eligible carrier.

otal support to be provided out of the federal fund for each local

xchange companies to lower their rates for non-universal service

aiversal service support initially received  Since it 1s a federal fund
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that 1s being created. the first pl. ce to look for rate reductions would be in those federal rate
elements that are currently cons fered to be implicit support tor universal service Thus, if the
tederal tund s sufticient. the int rstate CCL and residual interconnection charges could be
reduced to zero If the tederal ' ind amount exceeds the amount of support that 1s necessary to
reduce mterstate CCL and RIC harges. then intrastate rates for non-core services should be
reduced by the remainimg amou t  Intrastate switched acvess rates. 1e. intrastate CCL and
interconnection charges would ve an obvious target for rate reductions within the state

It 15 critical that the miti i funding of universal service be accomplished on a revenue
neutral basis  Thus. rates shoul ! be reduced by the same amount as 1s initiallv received from the
fund Embedded costs may ex« :ed proxy costs for a given area and there are numerous reasons
why this could occur  Compan 2s need to have the opportunity to continue to recover these
actual costs  Regulators shoulc not arbitrarily foreclose the opportunity of companies to recover
their actual costs by requiring ¢ te reductions m excess ot what s provided out of the fund. Such
an approach would erroneouslh assume that proxy costs are appropriate for rate setting. Proxy
costs are simply theoretical cor s, and they indicate which areas are relatively high cost to serve
They should never be mistaker for actual costs  Any universal service funding approach that 1s
not grounded in revenue neutr: 1ty at the start will arbitranly and capriciously harm some

companies
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t xample of Proxy Cosi Calculations

ABR Prexy Federal No. of  Monthly Actual State
Cot Support Lines Federal  Rate support
Per Line Support per line
. State X
Area A $30 §5i $20 100 $2000 $27 $3
- Area B $30 $2 0 200 0 $27 $0
- Area € $30 0 24( 0 $27 $3
State Y
- Area D $25 £3 $5 300 $1500 $21 34
" Area E $25 $2. 0 150 0 $21 $0

Assume that ACME Te :phone Company serves two states {X and Y)  The proxy cost
model calculates support for ar as A-E Upon implementation of the federal fund. Acme
Telephone Company would rec 1ve tederal universal service support equal to $3500 and it would
correspondingly reduce its rate by $3500 Of course the tederal universal service support would
be available to any “eligible car 1er = Thus. if Acme loses untversal service lines in Area A its
support would be reduced acce dingly. Similarly, if 11 gans lines in Area A, its support would
correspondingly increase

Examples A-E which a: » set forth in Appendix | demonstrate how to calculate the federal

fund support under various sce 1arios.
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4 What are the effects on « ompetition if a carrier 1s denied umversal service support because
it 1s technically infeasibl - for that carriet to provide one or more of the core services?

The core set of services oposed tn this proceeding to constitute universal service are so
elementarv and basic. that no ¢« npany could have difficulty providing these core services and.
accordingly there should be no mpact on competition

Of course. some comp: 1ies mayv not want to have to provide service throughout a given
area These niche providers we 1ld not be eligible for umversal service support  Competition will
not be harmed by such a scenar » Fan competition will be promoted throughout a given area
because all companies will have the opportunity to qualifv as universal service providers and
recerve support. With the exce ‘tion of an incumbent [.LEC each company 1s free to make a
business dectsion whether to bo 1 universal service provider  Such freedom of choice. epitomizes
competitive markets

¥ oK sk R K sk 3 sk 3K oK oK ook sk 3k sk ok oK ke ok sk R s ok sk SRSk vk ok 3R kR siok Sk 3% ok sk o sk s 3K sk ik R sk sk 3Rosk sk sk sk sk sk SRS K sk ok Kok sk sk 3R 3K 3k K KK R K K

S A number of commente s proposed various services 10 be included on the list of supported
services, Including acc: ss to directory assistance, emergency assistance, and advanced
services. Although the lelivery of these services may require a local loop, do loop costs
accurately represent the costs associated with providing cores services? To the extent
local loop costs do not ully represent the costs associated with including a service in the
definition of core servic »s. 1denufy and quantify other costs to be considered.

Loop costs represent tl > great majority of the cost of providing universal service. If loop
costs are calculated on a fullv « stributed embedded cost basis, they may provide a reasonable
estimation of the going forwar cost of providing universal service. However. if proxy costs are

calculated. they need to accou: t for all of the costs associated with providing universal service.
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This would include local switch g costs and nteroffice transport costs for the local calling area
In addition. joint and common = 1d shared costs must aiso be considered

With regard to advancec services. the core set of services identified in the NPRM. when
combined with a computer and  modem. will ensure access 10 the Internet and information
services If the definttion ot un  ersal service is expanded bevond basic residential voice grade
local exchange service. then a 1w proxy cost model would be needed

It should be noted that  icremental costs associated with access to directory assistance and
emergency assistance should be mimimal. if they exist at all  While there could be considerable
cost involved m actually using 1 ese services. that goes bevond universal service and therefore the
cost would be covered by non- ore service rate elements

sk e e akoxooke ok s ok sk sk sk ol ok e i sk oK Sk Bk R Y1 R R 3K R K K AR K K 3K K o< ok ok ok v vk ke o ok ok 2k sk oK K 2R ko ok ok ok sk ok ok sk 3R sk sl sk sk ke sk ke sk ok sk sk sk ke

Schuols, Libraries, Health Care Providers

6 Should the services or ! inctionalities eligible tor discounts be specifically limited and
identified, or should the discount apply to all available services?

BellSouth proposes tha the services or functionahties eligible for discounts should be
imited to “telecommunication: services” as defined by the Act The amount of the discount
available to each school and lit -arv should be limited to the amount allocated to it each year
through the “Fund to Schools’ (“FTS™) approach proposed by BellSouth

Under the FTS approa: h. the national universal service fund for schools and libraries
would be sized based upon a i odel which assumes the provisioning ot specific

. . . ~ . .. I -
telecommunications services ¢ functionalities ' to each school or library. The amount allocable

l BellSouth supp srts sizing the fund based upon the Partial Classroom Model
described in the Kickstart Inity .tive which assumes transport connectivity to each school at speeds

8 BellSouth Comments



to each school and library woule be determined. based upon a set of criteria established by the
Commission. Then each school »r librarv would be permitted 1o utilize its allotted support for
any *telecommunications servic * as defined by the Act  Thus. the school or librarv would not
be limited to those services whi h were the basis for determining the size of the national fund
Such an approach would permu ~chools and libraries to tailor their use of universal service
support dollars to services whic » thev particularly need and can best incorporate into their
educational technology plans 1 the same time. the <ize »f the universal service fund would be
quantified. allowing for predict: bilitv of both the amounts to be contributed to the fund and
amounts to be expended from 1 ¢ tund

In order to make this ay rroach possible the C ommission, in designating those services

which are eligible for umversal ervice support discounts under Sections 254(c)3) and

up to | 544 mbps The fund st ¢ for libraries could be based upon the Kickstart model for
libraries which assumes a varie « of means for transport connectivity, up to speeds of 1 544 mbps

the offering of telecom: wnications for a fee directly to the public. or to such classes of

users as to be effective available directly to the public. regardless of the facilities used

See Telecommunications Act « 1996, Pub L. No 104-:04 110 Stat. 56 {(1996), Section

153(46) [emphasis supplied| Al citations to the Act herein reference the Section numbers as
thev will be codified under Tit' - 17 of the United States ¢ ‘ode. except for Sections 706 and 708 of
the Act “Telecommunications 1s defined as

the transmission betwe ‘n or among points specified by the user, of information of the
user’s choosing, witho t change in the form or content of the information as sent and
recetved.

Section [33(43) [emphasis suj plied]  Any provider of a “telecommunications service” shall be
“treated as a common carrier  to the extent that it is engaged in providing telecommunications
services  Section 153(44) emphasis supplied|
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254(h)(1MB) of the Act. should .pecity that anv “telecommunications services,” as defined bv the
Act. will be eligible  The Comn sston should clarify that non-"telecommunications services” are
not included within such “specie services ™ category, as BellSouth discusses further in its response
to question #7 below

Section 254(h)( 1)(A) ot he Act. which estabhshes umversal service support for rural
health care providers. is materia Iy different from Section 254(h)(1)(B). and. as such. does not
lend 1tself to a pre-sized fund | ather than requiring services to be provided at a discounts to be
established by the Commission nd the states. for interstate and intrastate services, respectively.
Section 254(h)(1)(A) requires t lecommunications carriers t¢ provide telecommunications
services ar rates “reasonably co iparable” to urban rates = BellSouth proposes that the services
and functionalities which must ' ¢ made available to rural health care providers at rates reasonably
comparable to urban rates shou d be transport for telemedicime purposes at speeds of up to 1 544
mbps  As with support for sche sls and libraries the ¢ ommission should clarity that non-
“telecommunications services” re not eligible for the “urban rate™ nor for universal service

support. as BellSouth discusse further in its response to Question #7

Specifically, Section 25 Hh)(1)(A) requires telecommunications carriers to provide
“telecommunications services - ‘hich are necessary for the provision of health care services. .. at
rates that are reasonably comp -rable to rates charged for similar services in urban areas....” The
amount of the support to the s rvice provider is “the difference. it any, between the rates for
services provided to health car - providers for rural areas and the rates for similar services
provided to other customers it comparable rural areas

10 BellSouth Comments
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7(a)  Does Section 254(h) cor template that inside wiring or other internal connections to
classrooms may be eligit ie for universal service support of telecommunications services
provided to schools and ibrares’

Section 254(h) does not ~ontemplate that instde wiring or other internal connections to
classrooms may be eligible tor t wversal service support  Inside wiring and other internal
connections are not “telecommu nications services” within the meaning ot the Act.

Ax a prehminary matter the Act defines “universai service” as “an evolving level of
telecommunications services ~ ¥hen the Commission defines those services which are ehigible for

universal service support. it mu ¢ determine whether “such telecommunications services™ meet

. . .5 . e . . - . " ..
certain criteria -~ Section 254(¢  3). which permits the Commussion to designate “additional
services eligible for universal « :rvice support for schools libraries and health care providers,

merely means that the Commis: on can designate additional “telecommunications services” which

do not fall within the criteria se torth earlier in subsection 254(c) for evaluating

telecommunications services el zble for core umversal service support. Moreover. Section

254(h). which establishes the 11 tht of schools. libraries and rural health care providers. to obtain

discounts supported by univers | service funding mechanisms s entitled “Telecommunications

to “telecommunications service ~

Section 254(c)( 1) |emy hasis supphed].

Section 254(c)( 1) Jemy hasis supplied]

11 BellSouth Comments



The Act’s definitions sec 1on indicates that any “provider” of a “telecommunications

service” shall be treated as a “c« nmon carrier” with respect to that service.® If the term

‘telecommunications service  is

of “telecommunications carrier

leemed 10 include mside wirng. then. as a result of the defimtion

any provider ot inside wirig would be a common carrier as to

such service. even private electr clans or other contractors who provide inside wiring services

The defimtion of “telecommuny ations carrier” could then read. substituting “inside wiring” for

“telecommunications service  a
common carrier under this Act
is too broad an interpretation o
intended to limit those services
“telecommunications services.
It the Commussion’s leg
which are not presently commc
service support under the Act.
be designated as eligible for un
eligible for universal service su
service. For instance. if the C
inside wiring, presently a non-.

universal service support disce

Section 153(44)

follows ~Anv provider »f inside wiring.. shall be treated as a

ro the extent that it 15 engaged in providing inside wiring ™ This
the Act The Commission should recognize that Congress
‘ligible for universal service discounts under Section 254(h) to
services which are. by definition. common carrier services.

il authority were read as providing authority to designate services
i carrier telecommunications services as eligible for universal

hen there would be no limitation upon those services which could
cersal service support  Moreover. once designated as a service
port, such a service would 1 essence. become a common carrier
nmission were to deem 1ts legal authority to permit it to designate
ymmon carrier. non-telecommunications service, as eligible for

ints under Section 254(¢c)3) and 254(h)(1)(B), then its legal
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authority would ostensibly peror

the telecommunications carrier

The Commission must r:

designate any non-common car!
service support A non-commor
service included under Sections
common carrier status. as the €
the provider of such service “t¢
what terms to serve F A teleco
carrier service would need cons
required bv the Commission to
providers at a designated discot
carrier competitors would have

BellSouth recognizes th
for effective use of telecommut
were built without an internal n
retrofitting should be defined si
for other types of retrofitting. «

handled

7

A telecommunications
but also other non-common cai
enhanced services, credit card
A National Association ot
(D.C._Cir 1976).

+ 11t to designate as eligible for support any other service which
rovides

cognize that its legal authority does not include the discretion to
er. non-telecommunications services as eligible for universal
carrier. non-telecommunications service designated as an eligible
*54(¢)(3) and 254(h) would no longer have the benefit of non-
mmission. by such designation. would be invading the purview of
nake individualized decisions in particular cases whether and on
imunications carrier deciding whether to offer a non-common
der the fact that as a relecommunications carrier. it could be

ffer such service to all schools. libraries. and rural health care

nt, whereas 1ts non-common carrier. non-telecommunications

10 such requirements

Commission’s concern that internal connections are necessary
cations services for learning in the classroom. Since most schools
twork. retrofitting is necessary. But the responsibility for

ilarly to the manner in which the needs of schools and libraries

ch as air conditioning or increased electrical capacity. are

arrier may provide not only traditional common carrier services,
1er services, such as customer premises equipment services,
‘rvices, etc

5
33

Regulatory Utility Commuissioners v. F.C.C._ 533 F 2d 601, 609

‘o3
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Nevertheless there may !

addressed First. the Commissie

present time. nside wiring i~ de-

service. and the Commission s
common carrier. regulated wiris
wiring to classrooms falling wit
Commission could review these
revise the demarcation point to
telecommunications provider s
‘telecommunications service 1

Another opportunity to
is through the national movem
successtul demonstration in Ca
classrooms or more to the loca
schools. businesses, and comm
volunteerism may not be the s¢
community and school board a

telecommunications services t

Modifications to the U
(Companies, 48 Fed. Reg 5053
Inside Wiring, CC Docket No
' F R Section 683

1y

¢ several ways 1in which the Commission’s concern could be

1 could review the regulatory status of inside wiring At the
med under the Commission '« rule to be a non-common carrier
des define the location of the demarcation point between

: and non-common carrier deregulated nside wiring.”  Internal
in the non-common carrier deregulated category Of course. the
Jeterminations and consider whether it would be appropriate 1o
ming inside wiring within the scope of a common carrier

ommon carrier offerings and thus. within the scope of the term
wder the Act

:ddress the Commission s apparent internal connections concerns
it to “wire the schools™ by volunteers in “NetDays. ™ Ina

formia in March. 1996 20% of the state’s schools connected five
relecommunications network  Forty-one states have organized
nitv members to implement “NetDay™ in October 1906, While

¢ source of inside wiring, it stimulates the support of the local

d provides a foundation tor demonstrating the value of

education

iform System of Accounts for Class A and B Telephone
t(Nov 2. 1983); Detariffing the Installation and Maintenance of
70-105, Second Report and Order. released February 24. 1986, 47
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BellSouth will be an acti e participant in states in the southern region that have committed
to NetDay  Beyond the corpor: rions” involvement in wiring the schools. the BellSouth
Foundation has committed alm¢ «1 one million dollars tor special technology initiatives through the
vear 2000 as well as a portion « "the $7 S million 1in grants it will award over the next five years
Indeed. another important way 1 which tunding for mside wiring could be obtained would be
through the support of private t undations such as this. a~ well as through government grants and
bond 1ssues  An additional tun fing source is the National Education Technology Funding
Corporation C"NETFC™). 1o wl ¢ch Section 708 of the Act reters It 1s encouraging that the
Commission makes specific ret- rence to the NETFC in the stant questions as. hopefully. this
will increase awareness of this inding and support vehicle and will encourage greater utilization

of 1t by both contributors to an  recipients of 1ts benefits

7(by It so. what 1s the estime ed cost of the inside wiring and other internal connections?

The cost of inside wirir « for schools 1s expected 10 be substantial  For instance. the
McKinsey Report estimates th:  the cost of internal connections in the Partial Classroom model
would be more than $ 5 billion or initial costs and $410 million annually in ongoing costs. "
Another estimate. provided by he Florida Department of Education through its *“Retrofit for
Technology Project,” is that re rofitting schools for inside wiring would cost an average of

approximately $220.000 per si 100l

McKinsev Report. Apy endix A, p 57 Ex 1o

it
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8 To what extent should t! e provisions of Sections 706 and 708 be considered by the Joint
Board and be relied upo 1o provide advanced services to schools, libraries and health care
providers?

The Joint Board should onsider such provisions, but should not confuse them with the
requirements of Section 254 I 1s BellSouth s view that hoth Section 706 and Section 708 can
provide usetul vehicles tor enhz iwcing the availability ot telecommunications services and
technology to schools. librares ind health care providers  Thus. the Commission’s determination
regarding the scope of Section 54(h) need not be made with a view that Section 254(h) itself
mus! be the single-source cure- 1l for all telecommunications service and technologv needs of
public institutional telecommur cations users

Whereas Section 254 ¢« ntemplates the defining ot specific telecommunications services
eligible for universal service su port as well as the amount ot such support to be provided by the
universal service funding mech msm. Section 706 enables the Commission to provide incentives
which would assist in “remov|r ig] barriers to infrastructure investment” related to “advanced
telecommunications capability ' This can provide @ usetul counterpart to Section 254 universal
service funding support mecha 1sms For instance. the provisions of Section 254(h) do not
impose the requirement that te >communications carriers must make uneconomic, untimely, or
uncompensated infrastructure vestments. Rather. it contemplates existing services and existing
mfrastructure, and services pre vided thereunder must be pursuant to “bona fide” requests and

paid for pursuant to the univer al service support mechanism. Under Section 706. however.

' “Advanced telecommu ucations capability” is defined as “high-speed, switched, broadband

telecommunications capabilityv hat enables users to originate and receive high-quality voice. data.
graphics. and video telecomm nmications using any technology ™ Section 706(c)(1).
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means could be developed to er
an advanced technology to sch
otherwise occur

Section 708 1s an examj
utilized to advance the availabil
for schools and libraries Indee
section ot the Act in these ques
of the National Education Tect
mechanisms 11 offers for suppo
public entities should be encou

serve as enablers of the advanc

support can and should be vnly

2

It 18 widely understoo
make available advanced telec:
meaningtul way involves not ¢
educational courseware. videc
commumcations technology. t
technology and incorporate 1t

for equipment: and parental in
FCC News Release, “Reed Hu
Children’s Needs Are Met in
Advisorv Council on the Nati
American s Communities to tl

‘ourage infrastructure deployment to increase the availability of

'ls and hbraries on a faster track and broader base than might

¢ of other funding vehicies and support mechanisms which can be
v and usefulness of telecommunications services and technology
1. BellSouth is pleased that the Commission has addressed this
ions because this 1s likelv 1o increase awareness of the existence
wlogy Funding Corporation and to spur greater visibility of the
of the Commussion « education technology goals. Private and
iged to support and centribute to efforts such as this which can
ment of educational rechnology goals. ot which universal service

one component

and accepted that the vanous elements involved in the effort to
mmunications services and technologies to schools for use in a
ly the physical transport capabilities. but also high-quality
programs. and on-line services; curriculum development that uses

aining programs for teachers so they can learn to use the new

ffectively into their classrooms; ongoing technical support; security
olvement in what their children are doing and learning. See, e.g..
1dt Announces New FCC Education Task Force to Ensure That
elecom Act Implementation, March 18, 1996 See also U S

nal Information Infrasiructure, “KickStart Initiative. Connecting

> Information Superhizhwav
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9 How can universal servi
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e support for schools, libraries. and health care providers be

stryctured to promote ¢

fund for schools and libraries b:
distributed by allocating to eacl
other documentation. under a ~
arrangement to be more condus

which would merely provide sc

service Under the FTS appros

allotted fund amount to purcha
best meet 1ts needs at that pon
based upon factors such as ser:

The FTS “flexible discx
determine the most efficient pr
universal service funds. The m.
down through competitive bidc
to work with schools and libra
individualized solutions design
encourage competition among
Telecommunications service p
school, would be incented to «

support available to each scho

mpetition’

sellSouth suggests that the Commission size a universal service
sed upon the Partial Classroom Model  This fund would then be
school its allotted amount of support in the form of vouchers or
unds 10 Schools™ ("FTS s program  BellSouth views such an

ve to promoting competition than a universal service mechanism
ools and libranes with a set amount of a discount off of each

h. each school and librar. would have the flexibility to utilize its
¢ and therefore achieve a discount for those services which can
m time and from the telecommunications carrier which it chooses.
ce quality and price

mt” approach would permit the competitive marketplace to

‘es prior to the school/library 's purchase of the service using its
rketplace would be permitted to operate freely to drive prices

mg arrangements. The FTS approach would encourage carriers
es on a local. school distiict o1 state basis to provide

d to make the most etficient use of such support. It would
service providers in otfering innovative solutions

widers. knowing the amount of funding support available to each
mpete with one another. thus maximizing the benefits ot the

| (or district) Competing providers would want to meet with the
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school to determine its particule needs. would be incented to propose creative and flexible

service arrangements which bes
available support could provide
could then be submitted fo the -
therr allotted funds to purchase
providers  Such a mechanism s
as individualized decisions by «
universal service funds  Thus v
competitors’ interests in earnin
Health care  As discus:
approach would not appear to
that rates “reasonably compara
regulations which interpret and

Commission should be cautiou

a In contrast, a mechanis
rates for existing services, or ¢
Cost (“TSLRIC™) models, wot
With discounts off of existing 1
less choice as to where to appl
resources. and would be less o
discounts oft of TSLRIC level:
alone seeking out and competr:
costing approach to tully comy
requirement to establish TSI.R
which could hamper the ability
to meet the evolving relecomn

Section 254(M T Ay

address those needs as well as to maximize the benefits which the
0 the school  The proposals of the various competing entities
‘hool under competitive bid arrangements. and schools could use
ome or all ofits service needs from one or a combination of

so permits the pooling ot allotted funds by eligible entities as well
nools and school districts as 1o which services to apply their

der FTS. schools would become an important market force. and
the school’s business could intensify ™

'd above 1n BellSouth < response to Question #6. an FTS

¢ possible for rural health care providers. as the Act itself specities
le” to urban rates are 10 be charged ' In establishing any
‘mplement the provisions ot Section 254(h)(1)(A), the

s0 as not to disincent telecommunications providers from actively

1 which requires that straight discounts be provided off of existing
st-based formulas such as Total Service Long-Run Incremental

«d not incent competing providers to offer innovative solutions.

ites for existing services, the school or school district would have
its available funds. would achieve fewer benefits by pooling

a market force Moreover. if carriers are required to provide
they may be disincented from providing service to schools, let

g for the business of schools. given the inadequacy of such a

:nsate the carrier for the services provided. Moreover, any

(" levels could entail time-consuming. regulatory cost proceedings
of telecommunications carriers to act quickly to develop solutions
mications needs of schools and libraries

10 BellSouth Comments



seeking the busimess ot rural he:
way that the provider 1s not full
rural health care provider and t
have etther the incentive to mar
At the same time. a provider co

non-compensatory arrangemen
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10 Should the resale prohit

ith care providers 1t such provisions are implemented in such a
compensated through the combination of the rate paid by the

- amount of the universal service support, then providers may not
et thewr services in rural areas nor to offer innovative solutions.
ild be disincented from lowering its urban rates in order to avoid

m rural areas
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tion 1n Section 254(h)(3) be construed to prohibit only the resale

of services to the public

tor profit, and should i1t be construed so as to permit end user cost

based fees for services’

Would construction in this manner facilitate community networks

and/or aggregation of p

The Act 1s straightforw
services provided under Sectio
telecommunications user trom
capacity within the service. ~in
this provision prohibits the sale
service. it would not prohibit t!
within such services, by multip
FTS approach is used  Under
amounts to purchase telecomn
none alone could afford. Bell¢
entities through sharing arrang

It appears that this resa

telecommunications user trom

rchasing power”

“d mn 1ts prohibition against the resale of telecommunications
254(hy Section 254(h)( 31 prohibits a public institutional

2lling. reselling. or otherwise transterring the service. or network
onsideration for money or any other thing of value ™ Although
resale or transter of the service. or network capacity within the
- eligible public nstitutional telecommunications users where an
n FTS approach. schools and libraries could pool their allotted
mications service arrangements together on a shared basis which
»uth believes that a substantial benefit can be gained by such
ments

¢ prohibition would not prevent a public institutional

‘harging a fee to others for their use of information services which
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